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Comment on Recent Cases 

Corporations: Liability of Transferors and Transferees 
of Stock for Calls. — The case of Geary Street, Park and Ocean 
Railroad Co. v. Bradbury Estate Co. 1 states the general rule as 
to stockholders' liability for calls. Where the stock has been 
transferred from a registered owner to another, who does not 
register the stock in his name on the corporation books, the 
transferee is under no liability to the company for calls. 2 The 
transferor is as between himself and the corporation the one who 
is liable, 8 and owner for all purposes.* 

This liability, except in a few jurisdictions, 5 is quite inde- 
pendent of any express agreement to pay calls on the stock, 
either by the original subscriber, 9 or by his transferee. 7 By 
becoming a stockholder, a man assumes the obligation of that 
relationship toward the corporation, and its charter forms a con- 
tract between stockholder and corporation. 8 He therefore im- 
pliedly promises to pay full value for his stock according to the 
corporation's charter and the laws of the state governing such 
matters, and will be held liable on such implied promise. 9 The 
liability on this implied promise may be terminated only by trans- 
ferring the stock on the books of the company in the way pro- 
vided by its charter. 10 However when a transfer on the corpor- 
ation books has been made, the new stockholder assumes all the 
rights and liabilities of his transferor and the former owner is 
discharged of all liability to the corporation. 11 

But even before a transfer has been made on the books of 
the company the transferor is entitled to compensation from his 
transferee for any loss to him as registered owner. 12 This lia- 
bility of the transferee to the transferor does not rest on implied 
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contract, 18 but on principles of equity. 14 In other words, the 
relation between transferor and transferee is that of trustee and 
cestui que trust. The transferor is the legal owner, and as 
between himself and the corporation the sole owner. But the 
transferee is the real or beneficial owner, and while the legal 
owner is the one who must be proceeded against by the cor- 
poration, the beneficial owner must make good to him any loss 
incurred on his account, just as a cestui must compensate his 
trustee in similar cases. 15 The liability to compensate the reg- 
istered owner lasts only so long as the transferee remains bene- 
ficial owner of the stock, this liability being passed on to the 
new equitable owner when the equitable interest is transferred. 18 
It is difficult to see why the corporation should not be allowed 
to proceed directly against the beneficial owner. He is the real 
party in interest, the one who derives all the benefit from the 
stock and who ultimately is obliged to pay calls and bear losses. 
He may also if he chooses force the corporation to register him 
as legal owner. Though the courts do not hold the equitable 
owner liable to the legal owner on implied contract, common 
sense tells us that when one man buys stock of another the real 
agreement which they intend to enter into is that the buyer 
shall take the stock and that all losses or gains in connection 
with it shall be his, and that the seller shall have absolutely 
nothing more to do with it, one way or another. It is the in- 
tention of the parties that the buyer shall pay all future calls 
and assessments. Why is this not an implied contract for the 
benefit of the corporation, of which it could take advantage and 
hold the equitable owner liable, without the necessity of pro- 
ceeding against the holder of the bare legal title? It is cer- 
tainly the result the parties intend to arrive at, where a bona 
fide sale is made, even though they neglect to go through the 
formality of registering the transaction on the corporation books. 
The legal owner should not be relieved of liability until the equit- 
able owner is registered and becomes legal owner, because a cor- 
poration is entitled to know who its stockholders are and whom 
it can hold liable. But to allow a direct action by the corpora- 
tion against the real owners of the stock as well as the legal 
owners, would lead to quicker and surer justice, and would tend 
to decrease the number of suits which the present system neces- 
sitates. And it seems that this result could be attained, without 
straining legal principles any more than has been done by the 
courts in a multitude of other cases, where such a view has 
been necessary better to subserve the ends of justice. 
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